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AUTHORITY TO EXPAND CAPACITY IN GOVERNMENT 
OWNED AND PRIVATELY OWNED PLANTS IN TIME OF 


WAR OR NATIONAL EMERGENCY 





MONDAY, JUNE 29, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE ON REAL Estate AND MILITARY 
CONSTRUCTION OF THE COMMITTEE ON ARMED SERVICES, 
Washington, dD. C. 
The subcommittee (consisting of Senators Case, Stennis, and Duff) 
met, pursuant to notice, at 11:45 a. m., in room 212, Senate Office 


Building, Senator Francis Case (chairman of the subcommittee) 
Present: Senators Case (presiding), Duff, and Stennis 
Also present: William Darden of the committee staff. 

Senator Casge. The subcommittee is meeting this morning to con- 
sider S. 1995, which was referred to us during the full committee meet- 
ing on last Thursday. Without objection copies of S. 1995 will be 
inserted in the record at this point. 


(S. 1995 is as follows: 





iC 7 
A BII ind r war 
rna al ergency 
< i] f RP ese? f 1 State 
{ n ( mbl That e Se taries of t Al Na 
I i pectively authorized during tl itional ¢ ree y pr 
P lent on D ber 16, 1950, and for m reaf 
I 1 it t tion, tabl me! pa enat ition, 
and installatior on land 1 pla it ) oO ed 
lustrial-t C Dla ts, b lilding facilit ( upment I i ( ( l iti l 
and ) i * interests therein, including the essary land therefor by 
lonation, lease, condemnati r ot vy ithout regard to sections 
1136, 3648, and 3734 of the Revised Statutes, as amended, and prior to approval 
f to t ind I land by t Att General), as be necessary 
for defense productio1 m lizat ré purpo s, and to provide for the 
maintenance and operation ereof either by means of Government personnel 
or qualified commercial manufacture under contract ith the Government 
When the Secretary concerned deems necessary in the interest of the national 
defense, he may lease any such plants, buildings, faciliti equipment, utilities, 
ler any terms as he may deem advisable, and witho 


appurtenances, and land, und 

regard to the provisions of section 321 of the Act of June 30, 19382 (47 Stat. 412). 

SEC, 2. Nothing in this Act shall be construed to repeal Or modify section 601 
Act of September 28, 1951 ative to ¢ 

Armed Services ¢ 1 of the House of 

» actions 


of the 65 Stat. 336), re ming into agreement 
with the Committ if the Senate an tepre- 


sentatives with respect to real-estat 
Senator Casn. The purpose of the bill is to provide continuing 
statutory authority for the Secretaries of the Army, Navy, and the 


es OF 


Air Force to expand productive capacity in both Government owned 


and privately owned plants, and to authorize the stockpiling of certain 
1 
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machine tools that would be needed to provide an adequate productive 
capacity in the event of full mobilization. 

he Secretaries of the military departments have had authority to 
expand productive capa | voth Government owned and privately 


owned plants since World War II, but these authorities will expire on 
nded. This proposed extension is somewhat more 
restrictive than the wartin authority, which was broader than that 


eded te et the pi nt situation 
\s troduced at the request of the Department of Defense, the 
eTore us ) ild have anted authority lor expansion of produc- 
du ie national emergency proclaimed by the 


Presid nm December 16, 1950, and for 6 months thereafter. At 
the full mmittee meetnge on Thursday, committe members 
oubts concerning the wisdom of extending the authority 

od that could well Jast for several years. In addition, it 

red that while the authority request d is necessarily broad, 

he Armed Services Committees would have an opportunity to review 
the exercise of the authority granted only in those instances involving 
th acquisition of real estate where the estimated cost exceeded 
$25,000 Since the transactions involving acquisition of real estate 
present only a small part of the authority that would be 

eranted by this ] roposal, the subcommittee will undoubtedly desire to 
consider provisions for safeguards or reviews of the stockpilin” of 


machine tools and the construction or expansion of plants not involving 

the acquisition of land. 
Since the meeting of the full committee on Thursday, the House 
Col t ym Armed Services has reported this bill with some five 
that may accomplish the objectives sought by the 


O the Senate Armed Services Committee and by the 
) »S mimittee on Real Estate and Military Construc- 
if) rst fi se amendment would make the bill effective for the 
ation of the Presidential emergency plus 6 months or until July 1, 
\ r en Lé 
i] ( id Hous Lm lment would add the word “storage’’ on 
O ave 2 in order to make clear the au ority for storage of those 
Nn] tools acquired pursuant to the authoritv cranted DY the bill. 
Wi t | word “maint ance seems broad enough LO include the 
h StO ( he WO! | *'stors re”’ its lf has been added so as 
Oo ny } 
‘| he third Ho ise amenament Is designed to provide the necessary 
the continued maintenance and operation of those plants 
and s ql ired ¢ panded under the wartime authority. 


The fourth amendment adopted by the House directs the Secretary 


of Defens o furnish to the Armed Services Committees of the Senate 
ay of the House a detailed r port with respect to the proposed pro- 
for the purchase of equipment or machine tools prior to the 
sion of a budgetary request therefor to the Appropriations 
Commit s of the Congress. This amendment is so worded that 
affirmative action by the Armed Services Committees will not be 


required but the committees will at least have the information upon 
} 


which further action may be taken if considered desirable. 


The {th House amendment provides that the Secretary of Defense 
shall report semiannually to the Committees on Armed Services of the 
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wae 


Senate and of the House concerning those activities authorized by the 
bill that are not otherwise the subject of reporting under the law. 
This language is intended to keep the Armed Services Committees 
informed of the manner and extent of the acquisition and construction 


of Government owned and privately owned plants that do not involve 
the acquisition of real estate estimated to cost more than $25,000. 


The adoption of the same amendments that were approved by the 
House would seem to result in the Armed Services Committees being 
informed beforehand of the purchase of machine tools and equipment 
and the acquisition of real estate costing more than $25,000, and of 
being advised “after the fact’’ of the construction for acquisition of 
plants, either Government owned or privately owned, not involving 
the acquisition of real estate. While it would obviously be more 
desirable to be informed beforehand of all transactions conte mplat d 
under authority granted by this bill, such action seems impractical 
in view of the fact that the bill itself is made necessary because it is 
impossible to accurately predict in detail those acquisitions contem- 
plated under authority of this legislation 


Senator Durr. Is there any limit to the business under this grant? 
Senator Cass. There is in that the national emer: ency if declared 
at an end by the President would end the authority. In the con- 
sideration by the full committee oe other day, there was some sug- 


| 
gestion that it also be terminable by the adoption of a concurrent 
resolution of the Congress. The House amendment inserts or until 
Sais 1, 1954.” 
i should have stated that under the act it does terminate on the 


proclamation by the Pre septiaepe that the emergency 1S ended about 
) 


6 months after this proclama I Personally I have thought that 
on | rislation of this type it manera: a matter of policy to make 
al authoritv terminable by concurrent resolution of the Congress 
well] hy ‘ { bement ot thr - lent ane l rl { ad of oul 
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prepared for an additional amendme1 


of those amendments 


Senator Casg. I think we will ask him to speak in just ute 
Do you want to keep in “until Julv 1, 1954’’? 

Senator Durr. Why do vou need that if you have the other? 

Senator STENNIS. Tt] ' ht that was th “H ; 7 Imen 

Senator Caspr. Of course, if we leave in “July 1, 1954 it means 
that the — r will automatically come up for review next year. It 


would en July 1, 1954, regardless of whether the President declared 
the emergency at an « nd or whether Congress adopted the concurrent 
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resolution. Now do we want to insure that it will be up for review 
again next year? 

Senator STennis. It seems to me like that depends in part upon 
what proposals are here. 

Senator Case. We will hear from Mr. C. Houston, Jr., who is the 
Acting Chairman of the Munitions Board, and we will be glad to 
have him discuss the total proposal as well as the effect of the House 
amendments 


STATEMENT OF JOHN C. HOUSTON, JR., ACTING CHAIRMAN OF 
THE MUNITIONS BOARD, ACCOMPANIED BY ROBERT §S. PASLEY, 
ASSISTANT GENERAL COUNSEL, DEPARTMENT OF THE NAVY 


Mr. Hovusron. Well, the total proposal is a request really for the 
extension in a somewhat more limited form of authority which the 
military departments have had under two separate pieces of legisla- 
tion, one known as the act of July 2, 1940, and a similar statute origi- 
nally enacted December 17, 1942, both of which expire on June 30 
of this year. 

The purpose of those pieces of legislation and this proposal is to 
permit the military departments to procure production equipment 
including machine tools and also facilities in the way of bricks, and 
mortar and real estate for facilities which would not otherwise be 
furnished by private industry for the production of military end 
items. 

For example, in a good many instances the military end items are 
not produced except during an emergency, and they require in many 
instances special type of equipme nt and facilities, and private indus- 
try is not interested in putting its mone y into those types of facilities 
because they do not have a peacetime use. So that the Government 
found during World War ILI, and again during the current emergency, 
that it was necessary for the Government to put its own money in 
some of those facilities. 

Now in addition to acquiring facilities for current production needs, 
this legis lation would permit the military departments to acquire 
certain mach » tools and facilities over and above those required for 
current saaieaahine: but which would be required under an all-out 
mobilization in order to meet the milita ry n eeds, 

[tis felt that by having that rapid)y expan sible production capacity, 
that there will be less need for stoc kpiling of end items themselves. lt 
will not completely replace stockpiling end items, but it will enable 
us to stockpile fewer end items because we will then be able to get 
into production of them rapidly in the event of an all-out mobilization. 

Senator Casr. Mr. Houston, what are the provisions of section 32 
of the act of June 30, 1932? This is pretty broad. It says: 


When the Secretary concerned deems it necessary in the interest of national 
defense, he may lease any such plants, buildings, facilities, equipment, utilities 
appurtenances, and land under any terms as he may deem advisable and without 
regara t he ro iO1 


Mr. Housron. I think Mr. Robert Pasley here of the General 
Counsel’s office of the Navy can auswer that question, if he may, 

1ator. 

Mr. Pastry. I am relying on my memory here, sir, but my recollec- 
tion is that that is the economy act which provided that in making a 
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lease of Government property, it would not be permissible to charge 
against rental and maintenance obligations assumed by the lessee. 
In most cases where we lease these industrial plants, it is desirable, it 
is essential to obtain an agreement from the parte that he maintain 
the plant. 

Under this old statute he couldn’t do that. You had to provide 
that he pay all the rent in cash to the Treasury, and then we have to 
provide for the maintenance ourselves. The same exception is made 
to the Facilities Leasing Act of August 5, 1947, under which we lease 
many of these plants during peacetime for commercial use so as to 
maintain them in readiness for possible future use. 

Senator Casz. The clerk has handed me the text of section 321 
which I believe ought to go into the record at this point. It reads: 

Hereafter, except as otherwise specifically provided by law, the leasing of 
buildings and properties of the United States shall be for a money consideration 
only, and there shall not be included in the lease any provision for the alteration, 
repair, or improvement of such buildings or properties as a part of the considera- 
tion for the rental to be paid for the use and occupation of the same. The moneys 
derived from such rentals shall be deposited and covered into the Treasury as 
miscellaneous receipts. 

That I think is in harmony with the explanation given to us. Is 
this intended, Mr. Houston, as a sort of a standby authority for the 
Secretary wher Congress is not in session to lease any such plants, 
building, facilities, equipment, utilities, appurtenances, land under 
any terms as he may deem advisable, without getting the specific 
authorization for a particular project? 

Mr. Houston. Under the terms of this legislation, it would be pos- 
sible for the Secretary of Defense to lease properties without prior 
clearance with the Congress, as I understand it. 

Mr. Pastey. The Secretary of the military department would 
have to obtain the clearance of the committee, for your committee, 
if it was a lease which was subject to the act of September 28, 1951. 

Senator Casz. That would be those over $25,000? 

Mr. Pastry. Certain types of leases are governed by that, yes. 
Of course, what is frequently done in these cases, sir, is instead of 
leasing the plant to a contractor under the so-called facilities contract 
as part of the overall procurement arrangement, under which the 
plant is made available to him for defense production, he comes in, 
operates it as if it were for the Government. We don’t consider that 
a lease, or rather a so-called facilities contract. 

Senator Durr. Is this provision primarily for the purpose of 
affording the opportunity to get quick action and setups to produce 
material for the Covernment, or is the primary purpose in case it is not 
usable, to prevent it from being idle? 

Mr. Houston. The primary purpose is to acquire facilities which 
could be used to produce materials for the Government account. 
As a secondary feature of the legislation, yes, it is desired when those 
facilities are not required for that production during a peacetime 
period, to permit the Government to realize some return on them 
provided there, however, any lease of that kind which is made would 
not permit the man who is leasing it to make changes which would 
in any way interfere with bringing that facility back into military 
production very rapidly in the case of an emergency. 

Senator Casr. Now we understand that the urgency of this legis- 
lation is that the authority expires July 1, 1953, existing authority. 
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Mr. Houston. That is correct, sir. I might comment on the 
amendment which the House put in on the expiration within 1 year. 

We came over here last Thursday, I guess it was, at the same time 
we were having hearings before the House committee, and it was 
evidently reported back to them that there had been some concern 
expressed by your full committee about this being so-called permanent 
legislation, and that it might be desirable to have it terminate at the 
end of 1 year or at the end of the emergency as declared by the 
President plus 6 months, whichever was sooner. 

The comments which were made by the members of the committee 
when they adopted this amendment was they felt that the concern 
which had been expressed here by your full committee was one that 
they should probably recognize, and that it would be desirable 
perhaps for them to adopt such an amendment so that the bill wouldn’t 
have to go to conference, that maybe by having language which was 
similar to what you were contemplating, you wouldn’t have to get 
into a conference on it. 

Senator Casz. The House hasn’t actually passed this yet? It 
has merely been reported. 

Mr. Houston. It has been reported to the House, that is correct. 

Senator Casg. Senator Stennis. 

Senator Stennis. I want to know, do you contemplate any actual 
construction now, new construction? 

Mr. Houston. I do not know of any actual construction projects 
which the services have in mind, although there are some things which 
they have indicated to us they might want to request. 

The Secretary of Defense has said to the Appropriations Commit- 
tees that any funds which are appropriated to be used for this purpose 
he would like to have appropriated with clear authority on his part 
to review the projects of the services before they go ahead with them, 
and there is in the fiscal 1954 appropriation request a sum of $500 
million and the services will have to come to the Secretary of Defense 
and justify any projects which they feel are required for these pur- 
poses before the money will be authorized to be spent for them. 

Senator Case. Mr. Darden. 

Mr. Darprn. Mr. Houston, in addition to the appropriations re- 
quest for machine tools, this bill would serve as the authority for the 
inclusion of the so-called expediting production language in the appro- 
priations of each of the three military departments, would it not? 

Mr. Housron. Yes. Now the House committee asked a question 
similar to that in that they wanted to know whether in addition to the 

$500 million which I have just mentioned in the current appropriation 
request, whether there were additional requests for plant expansion 
and production expediting funds, and the Army and the Navy have 
not requested any funds for plant expansion and production expediting 
in the fiscal 1954 appropri: ution request. 

The Air Force has a total of approximately $16 million for that pur- 
pose. However, it is possible that some additional funds will be ex- 
pended by the departments for these current expediting purposes 
because in negotiating contracts for current production, it is sometimes 
necessary for a military department to agree to furnish certain pro- 
duction equipment and facilities in order to get a contractor to agree 
to the acceptance of the contract. 
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Now these are situations that are rather difficult to foresee in spe- 
cific terms until the actual negotiations are underway, and this type 
of situation was touched upon in more detail in my formal statement 
which I submitted here the other day on pages 2 and 3. 

Whatever money may be spent for this purpose, of course, will be 
reported to the Secretary of Defense, and it should be a relatively 
small amount during fiscal 1954 because expansions to meet current 
production requirements have largely been provided for by funds 
appropriated in the past. 

Senator Case. This bill represents quite a long step in the history 
of our efforts to develop the industrial potential of the country. I 
remember back in about 1940 we were talking about educational 
orders, and I think at that time we were provided about $2 million 
annually for the placing of educational orders so that private facilities 
would tool up or learn how to produce items that the Government 
might need, but during World War II and since we have moved a 
long way in what is regarded as necessary for industrial production 
to wage modern war. 

Personally I have no great objection to extending the existing au- 
thority for a year, but it seems to me that when time permits possibly 
we ought to consider whether or not the Committee on Real Estate 
and Military Construction should have the same authority with re- 
gard to expansion of facilities within a plant where no real estate is 
acquired as we do where real estate is acquired, where real estate is 
involved. 

That is, it would be possible to meet the law now and come before 
the Committee where there is a re latively small program in mind where 
real estate is involved of more than $25,000, and once having gotten 
the initial approval for acquisition of a plant with real estate, then 
later to develop that particular property far beyond what was origi- 
nally contemplated. The project actually comes before this com- 
mittee only where real estate is involved in excess of a consideration of 
$25,000, but once having gotten it, a second or third program could 
be built on it which w ould be many times the picture originally pre- 
sented, and the only way in which we could learn about it would be in 
the report after the thing was done. 

Mr. Houston. Well, we discussed that at some length with the 
House committee, and it was their feeling, I believe, that the two re- 
quirements which are imposed by their amendments would cover that 
about as well as you could cover it without involving the two com- 
mittees in a terrific amount of administrative detail, and also in the 
event of an emergency, getting production rolling. 

Now one amendment provides for the Department of Defense 
furnishing to the two Armed Services Committees the information 
furnished to the Appropriations Committee on what it is contem- 
plated the program will be for the following fiscal year, and then in 
addition making a semiannual report on an ex post facto basis to 
indicate what the funds are being used for and to make sure that they 
aren’t being used for any purposes which the Congress doesn’t feel 
they should be used for. 

Now it is again in emergencies when it is necessary to get production 
rolling in a hurry there are literally thousands of contracts of this kind 
involved, and most of the situations do not come up until you actually 
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into negotiating the contract, and it is only then that you get to 
: What these Spt cific things are, and it may involve anywhere from 
one machine tool up to a complete plant. 
Senator Casr. Are there any further questions? If not, the Chair 


Su 


ecests that the committee go into executive session. 

Mr. Houston. I just had it called to my attention, Senator, House 
Resolution 285 was passed this morning that would extend 13 of the 
items of the Emergency Powers Continuation Act for 1 month to July 
31, and 1 of the items included in that omnibus bill is the July 2, 
1940, Facilities Act. 

Senator Casg. The clerk had mentioned that to the Chair, but I 
think it may be possible for us to take action on this bill, and if you 
could point the thing up, that would be preferable to a 30-day ex- 
tension. 

Mr. Houston. Thank you very much, gentlemen. 

Whereupon, at 12:10 p. m., the subcommittee adjourned.) 


x 








